Before the Public Service Commission

Of the State of Missouri

	In the matter of the Review of the Purchased Gas Adjustment Clauses in the Tariffs of Local Distribution Companies.
	)))
	Case No. GO-2002-452


UNANIMOUS STIPULATION AND AGREEMENT

COME NOW Staff of the Public Service Commission of Missouri; the Office of the Public Counsel; Aquila Networks, Inc.; Atmos Energy; Fidelity Gas Company; Laclede Gas Company; Missouri Gas Energy, a division of Southern Union Company; Southern Missouri Gas Company; Union Electric Company, d/b/a AmerenUE; the Missouri Industrial Energy Consumers; hereafter “the Parties”, and submit the following unanimous stipulation and agreement in this case:

1.
The Commission opened this case by its order dated March 26, 2002.  Pursuant to the Commission’s order, the Parties agreed upon a procedural schedule, met to discuss PGA issues on several occasions, and exchanged correspondence and information.  The Staff filed a number of status reports reflecting the issues discussed, agreements reached, and issues that remain unresolved, but that may be addressed in rulemakings or contested cases. 

2.
The Parties have reached agreement on the following issues, and agree that each LDC will implement them in subsequent PGA tariff filings:

A) ACA vs. DCCB Approach

Currently, interest on over and under recoveries of gas cost is calculated pursuant to the Deferred Carrying Cost Balance (DCCB) method.  This method determines the balance on which interest is calculated by comparing  (a) the current actual unit cost of gas to the PGA rate, the result of which is applied to  (b) billed monthly sales volumes .  If there is a difference, positive or negative, that amount bears interest.

All LDCs are agreeable to using the ACA balance every month to determine the amount upon which interest will be charged.  This will simplify the calculation, and will base the calculation on factors consistent within the month of calculation (both volumes and unit costs).  This ACA mechanism will be reviewed after 2 winters.  Each LDC will file tariffs to implement these provisions.

Laclede expressed concern about possible loss of current revenues, and Staff met with Laclede after the meeting and further discussed their concerns in more detail.  To address these concerns, Staff will examine Laclede’s DCCB approach in Laclede’s next rate case.

B) Flash-Cut vs. Roll-Over on EOY ACA Balance
Generally, the final ending Deferred Carrying Cost Balance (both over and under recovery) that is calculated bears no interest.  This has been called a “flashcut” of the  ending DCCB.  The Parties agree that in the ACA approach, the ACA balance will continue to bear interest until amortized, known as the “roll-over” approach.

 C) Threshold Levels for Interest Calculations
Currently, under or over recoveries of gas costs do not earn interest until those costs exceed five or ten per cent (varying from LDC to LDC) of gas costs.  The Parties agree to eliminate these dead bands, and agree that interest will accrue from the first dollar either way.

D) Number of PGA filings

The parties agree that LDCs shall be able to make up to four PGA rate changes per year.

E) Interest rate

The parties agree that, for purposes of the PGA/ACA process, interest shall be accrued at the prime interest rate, less two percent, but not less than zero percent.

F) Booking of Pipeline Refunds

Currently, LDC tariffs provide that pipeline refunds will be held until a stated amount is accumulated before the refunds will be flowed back to customers.  The parties agree that pipeline refunds will be flowed back to customers without the need to accumulate a threshold amount and file a separate refund rate factor.  This alternative method contemplates that the ACA approach has been implemented for the purposes of applying carrying costs.  

3.
The parties discussed a number of other issues, but have reached no agreement on them.  Most of these issues were not noted for discussion in the Commission’s order establishing this case, but were addressed by the Parties because this case provided a convenient forum to do so.  The Parties believe that these issues can best be addressed in either rulemakings or LDC-specific contested cases.   These issues include the nature and detail of gas supply planning; and whether additional carrying costs of financial instruments should be recovered. 
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